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DENMARK - KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless otherwise stated (DKK 6.84 = 
uS$1.00)--see note. p = preliminary, e = estimate. 


1986 1987p Percent 1988e 
Change 

NATIONAL INCOME ACCOUNTS 
GDP at Current Prices 97,5935 201, 320 32.9. 106,000 
GDP at Constant (1986) Prices 97,535  S6,492 -1.0 97,000 
Per Capita GDP, Current Dollars 19,048 19,762 30 20;655 
Fixed investment, Current Prices 20,266 29,087 -5.8 19,000 
Private Disposable Net Income 57,805 60,132 3.9 62,200 
Private Net Savings, % of Income a: 8.5 8.7 
PRODUCTION AND EMPLOYMENT 
Labor Force (000's, ages 15-74) 2,822 2,853 ik 2812 
Unemployment Rate (%, ages 16-66) 8.0 8.0 8.9 
Industrial Sales Volume (1980=100) 127 124 -2.4 ig? 
Hours Worked in Mfg. (1980=100) 106 99 -7.0 96 
WAGES AND PRICES 
Hrly. Wage Rate in Mfg. (1980=100) 147 161 wat 171 
Wholesale Prices (1980=100) 138 138 0.0 143 
Consumer Prices (1980=100) 152 158 3.9 165 
MONEY AND FINANCE 
Money Supply (Ml), Yr.-end 32,320 - 39,270 Set 38,700 
Money Supply (M2), Yr.-end 50,844 53,281 4.8 54,400 
Budget Financing Requirement -2,036 -105 1,200 
Bond Rate, Yrly. Average 10.6 Lb .9 LESe 
Bond Rate, Yr.-end percent Tae6 Lia LG .2 
Bank Lending Rate, % average 12.6 13,5 13.0 
BALANCE OF PAYMENTS AND TRADE ‘ 
Foreign Exchange Reserves, Yr.-End 4,873 9,952 104.2 Li, 500 
Government Foreign. Debt, Yr.-End iy ssl. TLS,6e0 6.4 19,000 
Total Foreign Debt as % of GDP 39.43 392 40.0 
Govt. Debt Service 1,851 1,681 18.8 2,910 
Current Payments Deficit 5,070 2,939 -42.0 2,500 
Trade Surplus, Goods & Services -669 1,399 2.7100 
Net Payments from the EC 480 377 -21.5 400 
Debt Interest Payments Abroad 4,068 4,130 LS 4,400 
Net Transfers, incl. Foreign Aid -813 -585 -28.0 -600 
Commodity Exports (f.0.b.) 255116 257629 2.0 27,200 

U.S. Share 2,128 1,811 -14.0 1,550 
Commodity Imports (c.i.f.) 27,008 25,448 -5.8 26,200 

U.S. Share 1,418 1,361 -4.0 1,€75 
Official Development Assistance 810 585 -27.8 600 


Main imports of U.S.-origin products (Jan.-June 1988): Machinery 
& equip., incl. parts, 212 (of which ADP equipment, 100); 
military equip., 99; civil aircraft & parts, 107; chemicals, 42; 
instruments & optical articles, 41; coal & petroleum coke, 24; 
tobacco, 18; plywood, 16; and feedstuffs, 16. 


NOTE: Above statistics, originally expressed in Danish 
currency, converted at average 1987 rate of DKK 6.84=$1 to 
preserve year-to-year comparability. For actual amounts in 
current dollar value, multiply by following conversion factors: 


Actual exchange rate (DKK per $1) 8.09 6.84 (Oct.88) 7.02 
Conversion factor 0.845 1.00 0.974 








SUMMARY * 


For the first time since 1975, Denmark’s Gross Domestic Product 
(GDP) declined in 1987 by 1 percent. However, the slight growth 
in 1988 will continue in 1989, entirely led by increased 
exports. The government’s goal of balancing the budget was met 
in 1986, although there was a small deterioration in 1988 and 
another is projected for 1989, with deficits of 1 percent or less 
of GDP. Despite the general political consensus on the need to 
keep a tight lid on government expenditures, the 1989 budget 
negotiations will be difficult, as the government has proposed 
cuts in or reallocations of expenditures in "sacred" areas, for 
which a majority of support does not exist in the Folketing 
(Danish Parliament). 


There is no immediate relief in sight for the substantial Danish 
balance-of-payments deficit, as the costs of servicing the huge 
foreign debt more than offset the growing surpluses in the 
merchandise and service trade balances following the introduction 
of an export support package in 1988. Improved "control" over 
wage increases is expected to stabilize the inflation rate at 
about 4 to 5 percent. Real wage improvements dropped from 

2.5 percent in 1987 to about 1 percent in 1988. No significant 
increase in wages is anticipated this year. Unemployment in 1988 
increased more than 10 percent to about 250,000 unemployed, 
almost 9 percent of the labor force. Projections for 1989 point 
to the number of unemployed reaching 265,000, or 9.4 percent of 
the labor force. 


After a drop of 10 percent in 1987, business investment is now 
stabilizing, led by enhanced equipment purchases. Investment in 
plant is expected to decline, however. The combination of 
increased Danish imports of U.S. products in 1988 and a continued 
drop in Danish exports to the United States has almost eliminated 
recent large U.S. trade deficits with Denmark. U.S. exporters 
should benefit from the increase in business equipment 
investment. Foreign direct investment in Denmark is likely to 
increase, given the generally more favorable business climate and 
the government’s plans, including a relaxation of corporate 
taxes, to support private sector development. 


One of the major challenges facing Denmark is the creation of the 
EC Single Market by January 1, 1993. Harmonization of indirect 
taxes and industry restructuring will create major problems for 
Denmark. 


*This report was prepared in November 1988. 











CURRENT ECONOMIC SITUATION AND TRENDS 


Only Slight Economic Growth Anticipated in Coming Years: 
Following 4 years of annual growth rates of 3 to 4 percent, the 


GDP declined in 1987 for the first time since 1975, by 

1 percent in real terms. This was primarily as a result of 
stringent economic policies designed, inter alia, to improve 
Denmark’s balance-of-payments position. That goal was 
accomplished in part as the balance of payments deficit fell to 
20.2 billion kroner ($3 billion) in 1987 from the record 
deficit of 34.7 billion kroner ($4.3 billion) in 1986. This 
was the result of a drop of 3 percent in private consumption 
and investment and an almost 5 percent increase in exports. 
For both 1988 and 1989, economic growth will be less than 

1 percent, led entirely by a continued increase in exports. 
Private consumption dropped about 1.5 percent in 1988 due to 
the government’s "potato diet" restraint measures, but may 
increase marginally in 1989. 


Government Finances Shift into the Red Again: Since the 
conservative-led government of Prime Minister Poul Schlueter 


assumed office in 1982, one of its major goals has been to 
eliminate the large deficit on the central government budget, 
which in 1983 reached a record high of 10.5 percent of GDP. 
The government’s goal was accomplished in 1986 and 1987, when 
there were budget surpluses of 7.8 and 3.8 billion kroner 
($964 and $556 million), or 1.2 and 0.5 percent of GDP 
respectively. For 1988 and 1989, however, the budgets are 
shifting into the red again. Reductions in income and excise 
tax revenue caused by reduced economic growth will lead towards 
deficits of 8 and 3 billion kroner (about $1 billion and 

$500 million), 1.1 and 0.4 percent of GDP respectively. This 
compares with earlier projections of a 3.5 billion kroner 
($520 million) deficit in 1988 and a 7.8 billion kroner 

($1 billion) surplus for 1989. 


The 1989 budget negotiations are off to a rough start, as the 
government has proposed changes in otherwise "sacred" areas, 
including a tightening of unemployment benefit provisions. In 
addition, the government has proposed the introduction of a 
number of new and controversial user fees for certain health 
vocational training, and public library services. Although 
there is a political consensus to keep a lid on Government 
expenditures, many of the government’s proposals do not enjoy a 
parliamentary majority at present, and it will require tough 
negotiations and alternative savings proposals in order for the 
budget to be adopted. 


’ 








Government Reshuffle Has Not Changed Economic Policy: The 
reshuffle of the center-right coalition government following the 


general election in May has not changed the tight economic and 
fiscal policy pursued by Prime Minister Schleuter’s former 
government. In his opening speech to the Folketing in October 
1988, the Prime Minister specified the severe economic problems 
which Denmark now faces: an overly large public sector combined 
with too small a private sector; a daunting balance-of-payments 
deficit; a large foreign debt which is dramatically mortgaging 
Denmark’s future; the need to improve competitiveness; and rising 
unemployment. 


Trimming of the Public Sector: The combination of an enormous 
public sector (which accounts for more than one-third of all 
employment) and an inadequate private sector is one of the 
government’s main concerns. Its objective since assuming office 
in 1982 to reduce the public sector’s role without jeopardizing 
the quality of its services has registered some success. The 
government has consistently kept a tight lid on expenditures, 
including those of local governments, by use of "“overspending" 
penalty measures. At the same time, an increase in revenues has 
gradually reduced, and, since 1986, eliminated the large deficits 
on central government budgets inherited from the former Social 
Democratic Government. As a result, total public sector outlays, 
including transfers and interest payments as a share of GDP, 
actually dropped from 53.8 percent in 1983 to 49.8 percent in 
1987. However, as public transfers increased in 1988 and are 
expected to do so again in 1989, public sector outlays may exceed 
50 percent of GDP by year’s end. 


Over the same period, the tax burden rose from 46.6 percent of 
GDP in 1983 to 52 percent in 1987, as public sector accounts 
shifted from a 7.2 percent deficit to a 2.1 percent surplus of 
GDP. This development has intensified the debate over reducing 
the public sector and keeping expenditures down to allow for a 
gradual reduction of the tax burden, which is among the highest 
in the world. In a recently published perspective plan for the 
public sector, the government stressed the need to adapt to the 
challenges of the 1990s, which will require a reduction of red 
tape, higher productivity, and a reduction of employment in the 
public sector by 10,000 jobs annually over a 20-year period. 
This will hopefully assist a long-needed expansion of the private 
sector to enable it to "produce" Denmark out of some of its 
present economic problems. 


Danish Foreign Debt and Balance of Payments Problems: The 
recurrent balance-of-payments (BOP) deficit, and thus the 


continued increase in Denmark’s foreign debt, remains a major 
problem. By the end of 1988, the total foreign debt reached 











290 billion kroner ($43 billion), or almost 40 percent of GDP, 
compared with less than 39 percent in 1987. At 56,500 kroner 
($8,394) per capita, this was among the highest levels in the 
world. Foreign debt will continue to increase, as no radical 
improvement in the BOP is imminent. The BOP deficit of 

20.2 billion kroner ($3 billion) in 1987 improved slightly in 
1988 to about 17 billion kroner ($2.5 billion). Another modest 
decline to about 16 billion kroner is expected this year. 


Despite some deterioration in the terms of trade, both the 
merchandise trade and the service accounts will produce 
increasing surpluses this year, but far from enough to offset 
the costs of servicing the huge foreign debt. Viewed over the 
period 1983 through 1987, the BOP deficit has entirely been a 
function of large debt interest payments, which have averaged 
25 billion kroner ($3.7 billion) annually. Interest payments 
will increase from 30.5 billion kroner ($4.5 billion) in 1988 
to 32.5 billion kroner this year. The government recently set 
a target to attain equilibrium on the BOP by 1992, but it would 
take unusual developments such as an overnight 20 percent real 
increase in merchandise exports to attain this goal. 


Comfortable Foreign Exchange Reserve Position: Thus far, 
Denmark has had no problems financing its recurrent BOP 
deficits. Danish foreign exchange reserves have, in fact, more 
than doubled since 1986 to a level of 80 billion kroner 

($12 billion). Since the first half of 1987, when public 
capital imports in the form of new foreign loans were to 

19 billion kroner ($2.7 billion), such imports have been 
insignificant. However, private capital imports, predominantly 
sales abroad of krone-denominated bonds and new foreign 
financial loans, grew in 1987 and 1988 to an annual rate of 
more than 30 billion kroner ($4.5 billion) Responding to an EC 
directive calling for a full liberalization of existing foreign 
exchange restrictions by 1990, Denmark in October 1988 (2 years 
ahead of the directive’s deadline) repealed its few remaining 
restrictions in that area. This liberalization, however, is 
not expected to affect Danish foreign exchange flows to any 
significant extent, as a previous ban on private deposits 
abroad has been replaced by rather restrictive domestic 
reporting requirements on such deposits. 


Fiscal Restraints Reduce Money Supply Growth: Following annual 
growth rates in money supply (M2) of about 20 percent in the 
1983-85 period, M2 growth was reduced to 8 percent in 1986 and 
to 4.8 percent in 1987. The money supply growth in 1987 was a 
function of the significant improvement in the BOP deficit 
being more than offset by private capital imports. The 
dampening effect on private borrowing of the tax reform, and of 








the fiscal restraint measures (the "potato diet") introduced in 
1987, spilled over in 1988. By June 1988, the increase in 
money supply had been reduced to 2.1 percent, well within the 
traditionally established but seldom reached target of increase 
in overall current economic growth. 


Inflation Stabilizes: The 7 percent annual increase in 
industrial wages following labor contract negotiations in 1987 
was countered by a drop in import prices, which meant that 
consumer prices only increased by 4 percent in 1987. Wage 
increases were better controlled during 1988. Industrial wages 
rose less than 6 percent in 1988 and are likely to rise less 
than 4 percent in 1989. With the cost of imported goods 
increasing at a rate of 3 to 4 percent annually, consumer 
prices in 1988 rose 5 percent and are expected to rise only 4 
percent in 1989. The large wage increase in 1987 led to an 
improvement in real wages of 2.5 percent. Real wages rose 1 
percent in 1988, and no increase is foreseen for 1989. 


Growing Unemployment: In both 1986 and 1987, the unemployment 
rate was stable at 8 percent of the labor force. The economic 
recession in 1987 combined with the government’s consumer 
restraint measures, high wage increases, and additional costs 
because of shorter working hours contributed to a rise in 
unemployment starting in early 1988. By midyear, registered 
unemployment had reached almost 240,000 on a seasonally 
adjusted basis, up 11 percent from 1987. For 1988 as a whole, 
unemployment approached 250,000, 8.9 percent of the labor 
force. Projections for 1989 point towards an additional 
increase in unemployment of about 15,000 to 265,000, 

9.4 percent of the labor force. This means that the total 
number of people employed in 1989 will remain at the 1988 level. 


Business Investment Shows Stabilizing Trend: After gross fixed 
investment rose by 50 percent from 1982 to 1986 in real terms, 
it dropped 9 percent in 1987 to 18.5 percent of GDP. The 
decrease is expected to continue in both 1988 and 1989, albeit 
at much smaller rates of 3.5 and 2.5 percent, respectively. 
The very high rate of investment and significant increase in 
capacity from 1982 to 1986, combined with the 1987 recession, 
caused business investment, including business-related 
investment by public utilities, to drop by about 10 percent in 
1987. This decline included a 19 percent reduction in 
equipment and machinery investment, offset in part by an 

8 percent increase in plant construction. Prospects appear 
somewhat brighter for the next 2 years, however. Business 
investment declined only 3 percent in 1988 and is expected to 
stabilize in 1989, with equipment purchases gradually 
recovering. Investment in plant is expected to decline. 








Following the introduction in 1987 of the new tax reform and 
the "potato diet," severely restricting access to credits and 
deductions of interest payments in income taxes, the important 
residential construction sector (which accounts for almost 
one-quarter of total investment) declined by 12.5 percent in 
1987. This trend is expected to continue. Public sector 
investment, some 12 percent of total investments, increased 

8 percent in 1988, compared with 10 percent in 1987, but is 
projected to turn negative in 1989 by some 10 percent. 


Public sector investment figures, however, do not include 
investment by government-owned commercial entities, such as the 
natural gas company DONG A/S, and the Great Belt Link A/S. The 
latter is, for example, responsible for the construction of the 
Great Belt Link, a 20 billion kroner ($3 billion) tunnel-bridge 
project starting in 1989, with completion scheduled for 1996. 


Export Support Package Assists in Competitiveness: Danish 
exporters have not been able to take full advantage of the 
steady economic growth in the countries which are Denmark’s 
major export markets, because of relatively low productivity, 
exacerbated by wage increases significantly higher than those 
in competing countries. This has resulted in a loss of export 
market shares. The government’s strict adherence to a firm 
krone policy also contributed to this problem, as the krone 
during 1987 appreciated more than 3 percent on a trade-weighted 
basis. However, new export support measures implemented in 
1988 have begun to restore competitiveness. The most important 
of these is a shift in employers’ contributions to social 
security from a per-employee contribution to a 2.5 percent tax 
on turnover subject to value-added-tax (exempting exports), and 
a 2 percent depreciation in the krone in 1988. Productivity is 
also increasing. Industry turnover in the first half of 1988 
increased 1.5 percent, viewed against a drop of 4 percent in 
the number of hours worked. These positive developments are 
being reflected in the merchandise trade balance, but it 
remains of vital importance that future Danish production cost 
increases be held below those abroad. Thus, there is only 
marginal room for wage increases in the upcoming 1989 mid-term 
labor contract negotiations. 


Historic Shift in the Danish Merchandise Trade Balance: For 
the first time since World War II, the Danish merchandise trade 
balance (imports c.i.f. and exports f.o.b.) covering a full 
year showed a surplus in 1987. The positive trend continued in 
1988, with the trade surplus grew to about 6 billion kroner 
($890 million), compared with 2.4 billion kroner ($350 million) 
in 1987. Danish exports in 1988 rose 6 percent to 

135.7 billion kroner ($20 billion). Industrial exports 








including ships, which account for more than two-thirds of 
total Danish exports, rose almost 10 percent, while 
agricultural exports stagnated. On the import side, an 
increase of 3 percent to 129.7 billion kroner ($19 billion) was 
due to a 9 percent increase in imports of raw materials and 
semimanufactures for Danish industries, and a 6.5 percent 
increase in imports of consumer goods. Imports of transport 
equipment (including automobiles) and fuels turned negative by 
almost 20 percent, and capital equipment imports dropped by 
about 4 percent. 


Energy Developments: The stable 25 percent annual increase in 
Danish crude oil production since 1984 slowed down 
significantly in 1988, and production is projected to increase 
only 6 percent to 4.9 million tons. Natural gas production 
started in late 1984, and the amount brought ashore is now 
stable at 2.4 billion cubic meters annually. Danish 
hydrocarbon production in 1988 amounted to 7.2 million tons oil 
equivalents (mtoe), or about two-thirds of Danish oil and 
natural gas consumption. Despite significant exploration 
activities by foreign companies following the two first 
hydrocarbon licensing rounds (1984 and 1986), the only find 
made so far--by Amoco--remains under evaluation. The Minister 
of Energy presented a proposal in late October for a third 
round, which opened in early January of this year. A 

March 31, 1989 deadline has been set for submitting license 
applications. The third round will cover about 54,000 square 
miles, or 94 percent of the total Danish area that remains 
after the first two rounds. Responding to the recent 
relaxation of license provisions in the British, Irish, and 
Norwegian sectors, Danish third-round provisions will also be 
more lenient than those applied in the two first rounds. The 
proposed relaxation includes a lowering of application fees, a 
reduction in government participation in both the exploration 
and the exploitation phases, and a repeal of the royalty tax. 


The EC Single Market and Its Implications for Denmark: 

Although the EC Common Act providing for the establishment of 
an EC Single Market by the end of 1992 was adopted in 1986, the 
Danes only began to focus on its ramifications in early fall 
1988. The major concern for Denmark is the harmonization of 
Danish indirect taxes to EC levels, which the government fears 
will mean a loss of about 40 billion kroner ($6 billion) in 
revenues, almost 20 percent of total revenue. A study made by 
the Federation of Danish Industries, however, suggests that the 
deflationary and "supply-side" effects of a tax harmonization 
will offset most, if not all, of the revenue loss. 

Nonetheless, it remains an open questions as to what extent the 
government can or will accept tax harmonization. 
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As the only Nordic member of the European Community, Denmark 
has attracted significant interest by investors, particularly 
from Sweden and Finland, seeking access to the Single Market. 
In 1987, Swedish and Finnish foreign direct investment in 
Denmark grew more than 50 percent, reaching 2.7 billion kroner 
($395 million), or 60 percent of total foreign direct 
investment in Denmark. The trend appears to have continued in 
1988. Danish direct investment in other EC countries also 
increased considerably in 1987 to 3.2 billion kroner 

($468 million), up more than 50 percent from 1986. 


Danish industry consists of a large number of small- and 
medium-sized companies, but few large ones. In order to best 
exploit the opportunities of the Single Market, a need for 
structural changes or internationalization appears imminent. 
This challenge may force the large Danish wage-earner pension 
funds, which at present have considerable investments in Danish 
industries, to consider foreign acquisitions, mergers, or joint 
ventures. Viewed against Danish industry’s reliance on exports 
and its already proven ability to adapt to other countries 
technical requirements, the harmonization of technical barriers 
will not be a major problem for Denmark. 


IMPLICATIONS FOR THE UNITED STATES 


Danish-U.S. Trade Almost in Balance Again: The increase in 
U.S. exports to Denmark versus the decline in Danish exports to 
the United States has almost eliminated recent large U.S. trade 
deficits with Denmark, which peaked in 1985 at 7 billion kroner 
($660 million). Given recent exchange rate developments 

($1 at present equals about 6.75 kroner), prospects for further 
improvement in the U.S. trade balance with Denmark are good. 


Danish Exports to the United States: Danish exports to the 
United States saw a continued fall of more than 15 percent in 
1988 to 7.7 billion kroner ($1.1 billion), and the U.S. share 
of overall Danish exports consequently declined to 5.7 percent 
compared with 7.1 percent in 1987. Contributing factors were a 
decrease in Danish sales of pork meat and canned han, 
windmills, furniture, fish, and raw furs. The positive impact 
of the export support package implemented in early 1988 and the 
projections of improved competitiveness in the Danish export 
sector suggest that the recent dramatic fall in Danish exports 
to the United States may slow down, or perhaps stop, in 1989. 
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Danish Imports of U.S. Products: Total Danish imports of 
U.S.-origin products rose 9 percent to 7.6 billion kroner 
($1.3 billion) in 1988, and the U.S. share of total Danish 
imports increased to 5.8 percent, compared with 5.3 percent in 
1987. U.S. military equipment sales rose more than 50 percent 
to 1.1 billion kroner ($163 million). U.S. sales of coal 
almost doubled to 500 million kroner ($74 million) and 
accounted for one-quarter of total Danish coal imports, 
compared with 10 percent in 1987. On the other hand, U.S. 
sales of agricultural raw materials saw a sharp drop from 

360 million kroner ($53 million) in 1987 to 200 million 

($30 million) in 1988, as sales of U.S. feedstuffs yielded to 
foreign competition. 


Danish capital equipment imports, excluding parts, account for 
more than 10 percent of total Danish imports. Although the 
competitive position of U.S. capital goods has recovered, 
thanks to the depreciation of the dollar, the slack business 
investment climate in 1987, particularly affecting equipment 
purchases, spilled over into 1988, reducing U.S. sales to 

1.3 billion kroner ($193 million) from 1.4 billion kroner 

($205 million) in 1987. U.S. exports of nonelectrical 
machinery and computer hardware saw a drop of some 15 percent 
to 900 million kroner ($134 million), offset only in part by a 
25 percent increase to 350 million kroner ($52 million) in U.S. 
sales of electrical and electronic machinery and equipment. A 
recent recovery in Danish equipment purchases, particularly in 
the investment goods sector producing for exports, offers 
opportunities for increased U.S. sales. Chemical, electronic, y 
and metal industries also offer good prospects for increased 
sales of U.S. equipment. 


Consumer Goods Imports Up Despite Drop in Private Consumption: 
Almost one-quarter of Danish imports consist of consumer 
goods. Despite an overall decrease in private consumption, 
consumer goods imports rose 7 percent in 1988 to 32 billion 
kroner ($4.8 billion). One reason for this development was a 
sharp decrease in sales of automobiles (all imported), as a 
result of the "potato diet’s" credit restraints, which gave 
room for an increase in consumers’ general spending power. 
U.S. exporters also took some advantage of this development, 
and their sales increased 7 percent to more than 700 million 
kroner ($104 million). Contributing factors were a 25 percent 
increase in fish sales to 50 million kroner ($7 million), 
including new sales of live lobsters worth almost 2 million 
kroner ($300,000). Strongly assisted by the U.S. Foreign 
Agricultural Service’s promotion campaigns, U.S. wine sales 
increased more than 50 percent in volume, and for 1988 
approached a value of 20 million kroner ($3 million). 
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U.S. beef exports were, on the other hand, affected negatively 
by the present hormone debate within the EC, and dropped 

30 percent to about 20 million kroner ($3 million). The EC 
Hormone Directive, when and if implemented in 1989, will ban 
sales of meat from hormone-treated animals, and thus eliminate 
most, if not all, U.S. beef sales to the EC. A successful 
"U.S. Trade Day," held in Copenhagen this fall, revealed a 
strong Danish interest in a variety of non high-tech U.S. 
consumer products, including tools and equipment for the 
"do-it-yourself" market. So far this market has only been 
exploited to a limited extent by U.S. exporters. 


Increased Opportunities for U.S. Direct Investments in 
Denmark: While Sweden and Finland are increasing their 


investments in Denmark in preparation for the EC Single Market, 
U.S. direct investment in Denmark remains stable at 

400 to 600 million kroner ($60 to $90 million) annually. With 
the government’s stated goal of increasing the Danish export 
sector and its competitiveness, opportunities will increase for 
U.S. investors wishing to exploit Denmark as an inroad to the 
large single EC market by 1993. The stable and effective labor 
force, the prospects of reduced production increases, and the 
possibility of more favorable company taxation, will provide 
incentives for foreign investment. 


The United States Cements its Position as a Favorable Tourist 
Destination: With the number of Danes visiting the United 
States exceeding 100,000 in 1988, the U.S. position as a 
favorite tourist destination was further cemented. Following 
the introduction in 1987 of consumer restraint measures, which 
hit the traditional tourist travel to the Mediterranean area, 
the U.S. market was one, if not the only, tourist destination 
which saw an increasing number of travelers in 1988. 
Successful promotion activities by the U.S. tourism industry in 
cooperation with the Foreign Commercial Serve and the 
establishment of a new "Visit USA" center at the Embassy, have 
improved prospects for a continued increasing Danish tourist 
travel to the United States in the next several years. 


BEST PROSPECTS FOR U.S. EXPORTS 


The following consumer goods show promise: Consumer goods, 
American wines, seafood, tools, and equipment for the 
"do-it-yourself" market. Other products of interest include 
high-tech products such as computer hardware and software, 
telecommunications equipment, electronic production and test 
equipment, and advanced medical and laboratory equipment. 
Exports of passenger aircraft and steam coal should also grow. 
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